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U. S. Departnent of Justice
Federal Bureau of Prisons

OPl:  FPI
Program e I

SUBJECT: Capital Expenditures,

Statement Aut hor i zati on f or

1. PURPCSE AND SCOPE. To establish criteria and procedures for
subm tting requests and obtaining authorization for capital
expenditures. Authorization for capital expenditures may be
obt ai ned t hrough the annual operating plan process or by

i ndi vi dual Request for Special Authorization (RSA).

The Annual Operating Plan is presented to and approved by the
Board of Directors of Federal Prison Industries (FPl) before the
start of each fiscal year. It contains authorization for capital
expenditures for Building & I nprovenents, Machinery & Equi pnent,
and Factory Activations.

The RSA is generally used to request approval to obligate and
expend funds for itens:

o) when a need was not foreseen in tinme for inclusion in
the Operating Plan; or
o) when additional funding is needed for an expenditure

that was originally approved in the Operating Pl an.

In addition, the Planning, Research and Activation Branch (PRA)
uses RSAs (hereafter referred to as Activation RSAs) to nonitor
expenditure of funds approved in the Operating Plan.

Bef ore taking procurenent action, all FPI conponents must conply
with applicable |laws and regul ati ons on obtaining property from
government agencies (i.e., excess and surplus stocks, Federal
Supply Schedul es, etc).

2. SUWARY OF CHANGES. Capital expenditures are authorized
prior to the beginning of the fiscal year in the Annual Operating
Pl an.
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O

For cash control purposes no funds may be obligated for
t hese approved expenditures until approved by Corporate
Managenent .

O

Aut hori zati on nunbers will be assigned by the
Controller prior to the quarter in which funds are to
be expended. Since these expenditures have been
previ ously authorized by Corporate Managenent and the
Board of Directors, the Controller will have the
authority to control when funds are actually rel eased
for obligation.

Procedures are included which allow Activation RSAs to
be used by the Pl anning, Research and Activation Branch
(PRA) to nonitor expenditure of funds. Activation RSAs
are identified with the letter ‘F as the first digit
of the RSA nunber.

O

3. PROGRAM OBJECTI VES. The expected results of this program
ar e:

a. Requests for authorization to nake capital expenditures to
acquire any | eased, purchased, or donated itenms will be approved
by designated FPI authorities.

b. An accurate accounting of obligated and expended funds wl |
be mai nt ai ned.

c. Adequate control over mgjor obligations of funds and cash
outlays will be naintained.

4. Dl RECTI VES AFFECTED
a. Directive Resci nded

PS 8520. 02 Aut hori zation for Capital Expenditures
(2/9/96)

b. Directives Referenced

PS 1232. 05 Per sonal Conputers (11/10/97)

PS 4200. 09 Facilities Operations Manual (7/16/98)

PS 8000. 01 UNI COR Cor porate Policy and Procedures
(5/13/81)

PS 8041. 03 Construction and Activation Manual - FP
(12/ 11/ 97)

PS 8530. 01 UNI COR Acqui sition Policy (1/31/94)

5. STANDARDS REFERENCED. None.
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6. | TEMS REQU RI NG AUTHORI ZATI ON.  Aut hori zation from Corporate
Managenent is required before any acquisition of a capital
expenditure item can begin either by purchase or donation.
Capital expenditures, as used in this Program Statenent, include
the follow ng itens:

a. Machinery and Equi pnent (M&E). Authorization is required
for any acquisition, restoration or repair of M&E that has an
antici pated cost of $7,500 or greater. For donated equi prent,
aut hori zation nust be obtained for itens with an origi nal
acqui sition cost of $10,000. (Estimated costs are to be used if
actual costs are not available). This applies not only to
individual itenms but also to groups, prograns, or equipnent
projects involving simlar or like itens.

Exanple: A Cut and Sew Factory plans to nodernize its
equi pnent by replacing its sewing nachines. The first
phase of the nodernization calls for replacing 10

machi nes at a total cost of $49,000. Although each

i ndi vi dual machi ne costs | ess than $7,500, the total
project is well above that anobunt. Authorization from
Cor por at e Managenent for the project is required.

In addition, authorization is required to acquire any ME
whi ch increases an operation's production capacity, regardl ess of
t he cost.

b. Conputer Hardware and Software. Authorization is required
for purchasing any conputer hardware or software costing $2, 000
or nore. This requirenment however, does not include incidental
conput er supplies such as diskettes or printer ribbons.

Furt hernore, production related conputer equi pnment, such as that
used in the production process in Automated Data Processing (ADP)
factories or software for personal conputers used in Sign factory
production, is subject to the $7,500 limt for M&E as stated in
Section 6. a.

c. Mtor Vehicles. Authorization is required for all notor
vehi cl es | eased, purchased, donated, or transferred from other
Bureau/ FPI | ocations. Authorization to acquire forklifts is
subject to the requirenents for MGE in Section 6. a.

d. Buildings and I nprovenent Projects (B& ). Authorization is
required for any building or inprovenent project having a total
cost, including staff and i nmate wages, in excess of $7,500.
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e. Mjor New Construction and B& Projects. Authorization is
required by the FPI Board of Directors for all major construction
and M&E as part of nmmj or expansion prograns. The PRA Branch
Manager is responsible for devel oping FPI Board of Director
proposal s and resol uti ons which authorize FPI funding for major
B& or ME projects associated with factory activation.

f. Lease or Rental of Real Estate. Authorization is required
for any new | ease or rental of real estate regardless of the
cost.

g. Pre-Industrial Prograns. Authorization is required for al
FPI pre-industrial prograns.

7. ANNUAL OPERATI ON PLAN. Cenerally, authorization from
Cor por at e Managenent for capital expenditures nust be obtained
t hrough the FPI Annual Operating Pl an.

o Fundi ng requests are nade annually to Corporate
Managenent through the Menorandum of Under st andi ng
(MU), approved by the FPI Board of Directors, and
published in the FPI Annual Operating Pl an.

O

bligation of funds for itenms in the Qperating Plan may
occur after the Controller’s approval.

a. Requesting Authorizations via the Operating Plan. The
Associ ate Warden (I &E)/ Superintendent of Industries (AWI&E)/SQA)
initiates requests to authorize capital expenditures at the
requesting location through the MOU process. A Capital
Expendi ture Report (included in the annual MOU packet) is
conpl eted and submtted to the Senior Program Manager

The PRA Branch Manager will initiate requests authorizing nmajor
construction and M&E projects for new institutions in accordance
with the FPI Factory Construction and Activation Mnual.

b. Approval of Capital Expenditures via the Operating Pl an.
The appropriate Seni or Program Manager and/or Branch Manager
eval uates the itens requested by the AWI&E)/SO s on the Capita
Expendi ture Report.

0 Priorities are established for these requests are then
they are submtted to Corporate Managenent for
approval. Itens having a cost of $500,000 or greater

are drafted into a resolution for the approval of the
FPI Board of Directors.
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O

The Deputy Controller in FVMB is responsible for

assi gning an authorization nunber in the quarter

i medi ately prior to the quarter in which funds are to
be obligated. Authorization nunbers are to be assigned
inthe format outlined in Section 12.b.

c. Approval of Projects Related to Factory Activation. The
PRA Branch Manager will submt to the Board of Directors funding
proposal s for major construction and M&E for new institutions.

o Anmount s that are approved by the Board are published in
the Activation Section of the Operating Pl an as maj or
B& and M&E. Board-approved funds for activation may
be allocated over multiple years. They are valid
t hrough the conpletion of construction and activation.

O

As in other Operating Plan capital expenditures, the
Control |l er nmust grant approval in the quarter prior to
the obligation of these funds.

d. Duration of Operating Plan Authorizations. Authorizations
for capital expenditures (other than major B& and M&E) that have
been approved in the OQperating Plan are valid for that fiscal
year only; the funds nust be obligated (contract/purchase order
issued) in the sanme fiscal year as approved.

o Expendi tures may continue to be made through March 31
of the following fiscal year. The Business Manager
wll notify FMB via nmenorandum of any changes in the
proposed purchase/ conpl eti on dates or funding
requi renents of Plan-approved itens as changes occur.

In addition, the Business Manager will report to the FMB the
status of all such authorizations at fiscal year end.

8. EXPENDI NG FUNDS FOR APPROVED OPERATI NG PLAN | TEMS. Al t hough
authorization to acquire capital expenditure itens has been
previously authorized, actual procurenent is contingent upon
forecasts of avail able cash. Consequently, the Controller wll
assess the availability of cash at the end of each quarter to
determ ne the anmount of funding available for capital
expenditures. Before the end of each quarter, the Controller
wll notify appropriate offices of the approved |evel of funding
for the follow ng quarter.

Upon obtaining the quarterly cash approval fromthe Controller,
the PRA Manager will use the Activation RSA to approve the
rel ease of funds for actual procurement for factory activations.
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9. REQUEST FOR ADDI TI ONAL FUNDS AND OFF- PLAN | TEMS. Additiona
funds may be needed for a previously authorized item or a need
may arise for a capital expenditure itemthat was not anticipated
intinme to include in the Annual Operating Plan. Authorization
for these type of expenditures are to be granted using an RSA

a. The Controller nust approve all RSAs for off-plan itenms and
addi tional funding requests. The Managenent I|nformation Systens
Branch Manager nust nmake a recommendation for approval for
requests for non-production related ADP equi prent first. The
Seni or Program Manager nust reconmmend approval of conputer
equi pnrent that is used for production purposes (i.e., software
for personal conputers used in production of signs).

The appropriate Senior Program Manager will recomrend approval
on RSAs related to M&E before subm ssion to the Controller for
approval .

b. In addition to the above approvals, the Assistant Director,
| E&VT must approve RSAs for anounts greater than $250,000. The
FPI Board of Directors approves requests for anmounts greater than
$500, 000.

c. Requests for additional funding for factory activations
will be made to Corporate Managenment through the PRA

d. A copy of the original RSA nust be attached to the new
request if the capital expenditure was originally approved on an
RSA.

Exanple: A factory was authorized funding of $8,000 to
acquire a piece of equipnent. It was later |earned that the
equi pnent had a cost of $10,000. An RSA for $2,000 (with a
copy of the original RSA for $8,000 attached) nust be
submtted to Central O fice for approval

10. REPROGRAMM NG OF FUNDS. Authorizations for capital
expenditures may be reprogramred wthin a Branch or Program as

t he need occurs. The Senior Program Manager or Branch Manager

wi |l sign an RSA approving the reprogranm ng of funds for capital
expenditures as long as the anmbunt does not exceed the previously
aut hori zed anount for that program The RSA is then to be
forwarded to the FMB

11. FACTORY ACTI VATI ON. Authorizations for capital expenditures
for factory activations are approved annually in the Operating
Pl an. However, before funds may be expended, the requesting

| ocation will submt an Activation RSA to the PRA Branch Manager
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for approval. Location staff will consult the appropriate
Activation Coordinator for specific instructions concerning itens
and anounts to be listed on the Activation RSA

These RSAs are used for tracking purposes and are not to be
submtted to FMB. They are to be routed directly to the PRA
Branch and are to clearly state that the funds are to be used for
factory activation. In addition, the Activation RSA nunber is to
have the letter *F as the RSA type designator.

12. REQUEST FOR SPECI AL AUTHORI ZATI ONS

a. Initiating an RSA. The AWI&E)/SO w Il review and sign
all RSAs initiated at the field location. Business Ofice staff
at the initiating location will assign a control nunber for the
RSA before it is forwarded to the FMB in Central Ofice.
(Activation RSAs used to request release of funds for factory
activations are to be routed to PRA.)

o The Deputy Controller is to ensure that the RSA is
reviewed and | ogged, and then routed to the appropriate
approving officials for final authorization in
accordance wth Section 9.

O

The appropriate Branch Manager or Senior Program
Manager must sign all RSAs initiated by Central Ofice
before they are forwarded to FMB for assignnment of the
aut hori zation nunbers and routing. Those the Custoner
Service Center or Sales offices initiates nust be
routed through the Sales, Marketing and Custoner
Servi ce Branch Manager

A Vehicle Acquisition Request (VAR) (see the Facilities
Operations Manual) will be submtted to Central Ofice with the
RSA for the acquisition of any vehicles. In addition, a VAR nust
be submtted for all forklifts, even when an RSA is not required
(i.e., forklifts purchased for |ess than $7,500). The Warden,
AWI &)/ SO, and the Facility Manager nust sign the VAR

b. Authorization Nunber. The initiating location will assign
a 10-digit nunber to all RSAs in the follow ng format:

X-9-9999- XXXX

The first digit is an al pha character designating the RSA type
(see listing below. The second digit is the |ast nunber of the
fiscal year in which the RSA was initiated. The next four digits
are for the nunerical sequence of issued RSAs. Nunerical
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sequence nunbers 0001 - 6000 are reserved for RSAs. (The
sequence of 6001 - 9999 are reserved for Operating Pl an

aut hori zations.) The next two digits are the |ocation code and
the last two digits are the factory code.

The followng Iist of codes are for the RSA type designated in
the first digit of the RSA nunber:

New Machi nery

Repair of Current Equi pnment

Repl acenent of A d Equi pnent

Conmput er Equi pnent

Vehi cl es

New Bui | di ng

| mprovenents and Repairs

O her (leased real estate or pre-industrial prograns)
Factory Activation (Note: This code is used for any
expenditure related to activation, i.e., ME, B&,
conput er equi pnent, vehicles, etc.)

MO~ WK TOxZ
L1 1 1 B VA 1

Exanpl e: An RSA nunber of B-0-0001-xxFT indicates that this
RSA is the first RSA issued by the xx location's furniture
factory in fiscal year 2000, and that it is for a new
bui | di ng.

c. RSAs must be conpl ete, accurate, and provide sufficient
information for the reviewer and approving authority to identify
the itemand its purpose. Activation RSAs are to clearly state
that the funds have been previously authorized for factory
activation.

d. Duration. Approved RSAs (other than those related to
factory activations) are valid for the current fiscal year only.
Funds nust be obligated (via contract/purchase order) on these
RSAs in the sane fiscal year. However, expenditures for approved
RSAs may be made t hrough March 31 of the follow ng fiscal year.

Any expenditures beyond this date will require a new RSA
Amounts on open RSAs are to be incorporated into any cash
forecasting report conpleted by FMB during the year.

e. Tracking and Distribution of RSAs. Upon approval of an RSA
(other than those related to factory activations), the signed
original will be returned to the Deputy Controller, whose
desi gnee is to:
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o note approval of the RSA on the RSA log and maintain a
file copy by category (RSAs that are not approved wl|
be maintained in a separate file); and
o} forward the original RSA (approved/ not approved) and

the VAR (if applicable) to the initiating authority
wi thin 30 days of the date that the RSA was originally
recei ved by FMB.

13. REPORTI NG REQUI REMENTS. FPI Business O fices at al

| ocations will report financial activity on RSAs and Operating
Pl an aut hori zations via the Capital Expenditures Report, in the
Spi derman reporting systemin accordance with FPlI reporting
requi renents. Conpleted RSAs and Operating Plan authorizations
will be noted on the report by entering the conpletion date on
t he appropriate record.

The Busi ness Manager will notify FMB via nmenorandum of any
unexpended funds remaining on a cl osed authorization (RSA or
OQperating Plan).

a. The Deputy Controller or designee will maintain an accurate
account of those funds obligated and/or expended through the
capitalization expenditure authorization process by
reviewi ng/reconciling the Capital Expenditure Report.

The Deputy Controller is responsible for providing a quarterly
report on the status of the funds to Corporate Managenent for
revi ew

b. The Assets Manager in the FMB will nonitor the cash fl ow
i npact of approved RSAs and Operating Plan authorizations and
update the corporate financial reports as appropriate.

/sl
Kat hl een Hawk Sawyer
Director



